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To the Panel:

You asked for “headaches that taxpayers face” because of the existing income tax system: Filling out the income tax form is a major headache. The process is compounded by the fear that if you make a mistake, you’ll be pursued and hounded by the IRS, charged immense amounts of interest and your reputation forever destroyed. Probably everyone knows someone who has had to face the IRS and has a horrible tale to tell because of it.

When our four children were growing up I was a stay-at-home Mom. We moved fairly often following my husband’s up-and-coming career and since I didn’t work outside the home my husband prepared our taxes every year. But when the children grew, I wanted to try my wings and went into the workforce as a real estate agent. As an independent agent, that put our taxes into a more complicated form, but my husband soldiered on, albeit more carefully. 

As we both began to make more money, we consequently began to pay more taxes. Because of legal issues I encountered in the real estate business I became more and more interested in the law. So I gave up my real estate business, went to work in the legal department of a major oil company and took advantage of the opportunity to attend law school. I was highly motivated by interest in the field of law, but as our tax situation worsened and we began to pay most of my salary in taxes, the incentive began to disappear.
In the mid-1980s the oil company my husband and I worked for was hit by an arbitrator and we both left the firm. My husband took employment with the Dept. of Energy and I set up my own office at home and began a career in writing. When he was filling out tax forms that year he had some questions and sought answers from several sources (HR Block and the IRS were two). Each gave him a different answer. It was at this point that my husband literally threw in the tax forms and hired an accountant to do our taxes.

A year or so later the sword fell: The IRS notified us of an audit – they claimed we had mishandled the roll-over of our oil company retirement, and owed several thousand dollars. My husband took the notice to our accountant, who looked at it and said “Don’t worry, they’re wrong. I’ll take care of it.” And he did - a month or so later the IRS replied that they had indeed made a mistake and we didn’t owe them any money.
Since then we have paid an accountant to do our taxes. They are far simpler now that we are both retired, but with the tax code as confused as it is, we are more comfortable with relying on a professional. Although I would like to save the annual fee by using Turbo Tax, he won’t hear of it. Still, he has spent the past four days, 12-hours-a-day --  getting together receipts and documentation to give the accountant.
Unfair aspects of the income tax: Loopholes that let corporations and tax attorneys find ways to keep people in the entertainment industry, for example, from their rightful share of the tax burden.
Special treatment for various conditions, physical and/or social, are unfair. There should be no special compensations for anything. The government should stop social manipulation through tax “incentives.”
Members of Congress in the House Ways and Means and Senate Finance Committees should not be allowed to use taxes for political purposes. But even if they were legally charged not to, some attorney would find a way around it.

There should be no tax rebates to anyone for anything and no exceptions for disabilities, student status, depreciation or any of the other myriad tax-loopholes.

Arbitrary tax penalties and unfair interest punishment against taxpayers who may have made a mistake in preparing taxes are unfair and should be abolished. If you get rid of filing, this will take care of itself.

Another aspect: Allowing people like the Syracuse Peace Council to refuse to pay their tax bill just because they don’t like war. All Americans need to share the bill for war and donating to a charity (if, indeed, they do that at all) should not be possible. (See http://www. http://www.peacecouncil.net/pnl/04/731/731IRSLetter.htm.)

There should be no controls on investment gains and losses – let the markets take care of those things. Capital gains taxes should be abolished.
Varying percentages according to income are unfair. A straight percentage across the tax structure means that people who make larger incomes will pay more taxes. Just don’t let some of them get out of paying it.
We believe in some form of easy tax that we can pay without having to fill out confusing and often conflicting forms. If forms are necessary they should be simple, clear and definite enough so there is no doubt about interpretation. No forms at all would be best.
Also important 
would be to not have to pay taxes on social security and on our retirement benefits. We are retired now and part of our expenses include financial help for our severely retarded son. We still pay an accountant to do our taxes every year for fear we would make a mistake and the IRS would saddle us with such punitive reparations that we would be bankrupt for the rest of our lives.

The goals we would suggest for the panel would include: a tax system that was automatic, simple and equitable.
People should be free to earn to their highest capacity without fearing they would pay more taxes as they move into higher tax brackets.  

There should be no more “incentives” or tax loopholes. It is cynical to believe that people buy homes, for example, simply because of tax benefits. People buy homes for many reasons – expressing themselves through their homes, privacy, freedom – but very seldom for money unless for investment and that’s another matter.

The new tax structure should make it possible for American businesses to compete with foreign businesses on an equal basis.
Best of all, the new tax structure should remove the threat of the IRS.
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